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Independent Auditor's Report

Wheeler Township Board
Gratiot County, Michi gan

which collectively comprise the Township’s basic financial statements as listed in the
table of contents. These basic financial statements are the responsibility of Wheeler
Township's management. Our responsibility is to express an opinion on these basic
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Au iting Standards, issued by the Comptroller General of the United States.

audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting

basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major
fund of Wheeler Township, as of June 30, 2004, and the respective changes in financial
position for the year then ended In conformity with accounting principles generally
accepted in the United States of America.

As described in Note 1, in 2004, the Township has implemented a new financial reporting
model, as required by the provisions of GASB Statement No. 34, Basic Financial
Statements - and Management’s Discussion and Analysis — for State and Local
Governments.

ROSLUND, PRESTAGE & COMPANY, P.C.
308 GRATIOT AVENUE « ALMA * MICHIGAN o 48801
PHONE: 989-463-6123 » FAX: 989-463-4055
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In accordance with Government Auditing Standards, we have also issued a report dated
September 1, 2004 on our consideration of Wheeler Township's internal contro] structure
over financial reporting and our test of its compliance with certain provisions of laws,
regulations, contracts and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

The management’s discussion and analysis on pages I-IV and the budgetary comparison
information on pages 16 — 18 are not a required part of the basic financial statements but
is supplementary information required by the accounting principals generally accepted in
the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement
and presentation of the supplementary information. However, we did not audit the
information and express no opinion on it.

/goJ lon?d, / rgtdee +C’0/ Fc.

Roslund, Prestage & Company, P.C.
Certified Public Accountants

September 1, 2004
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Wheeler Township
Management Discussion and Analysis

We, the Township Board of Wheeler Township, offer citizens of the Township, our financial statements
with this narrative overview and analysis of the financial activities of Wheeler Township for the fiscal
year ended June 30, 2004.

Financial Highlights

* The unrestricted net assets of Wheeler Township exceeded its liabilities at the close of the most
recent fiscal year by $245,488, which may be used to meet the Township’s ongoing obligations to
citizens and creditors.

* As of the close of the current fiscal year, Township’s governmental funds reported combined ending
fund balances of $245,488, a decrease of $57,742 from the prior year fund balance.

* At the end of the current fiscal year, unreserved fund balance for the general fund was $244,327 or
95% percent of total general fund expenditures.

* The Township’s total expenditures increased by $3,364 during the current fiscal year.

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to Wheeler Township’s basic
financial statements. The Township’

Government-Wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of the
Township’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Township’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the Township’s financial position is improving or deteriorating.

The statement of activities presents information showing how the Township’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future fiscal periods,
such as fire runs receivable.

Both the government-wide financial statements distinguish function of the Township that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The governmental activities of the Township include: general government,
public safety, road projects projected sanitation, and culture and recreation.




The government-wide financial statements can be found on pages 1 & 2 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. Wheeler Township, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the Township can be divided into three
categories: Governmental funds, proprietary funds, and fiduciary funds.

Government Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements, However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, citizens may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental Junds and governmental activities.

Wheeler Township maintains three (3) individual governmental funds, including the following: General
Fund, Street Light Fund, and Capital Sewer Fund. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances. All are considered to be Major Funds.

The Township adopts an annual appropriated budget for its general fund and special revenue funds, A
budgetary comparison statement has been provided for the general fund and other major funds to
demonstrate compliance with this budget.

the financial statements can be found on pages 7-15 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the Township’s Budget to Actual
comparison. Required supplementary information can be found on pages 16-18 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of the government’s financial
position. In the case of Wheeler Township, total assets, including capital assets, exceeded liabilities by
$424,894 at the close of the most recent fiscal year.

One of the most significant portions of the Township’s net assets, reflects its careful investment in
capital assets (e.g., land, buildings, equipment), over the years, with no related debt remaining to acquire
these assets. The Township used these capital assets to provide services to citizens; consequently, these
assets are not available for future spending.

IT




Governmental Activities. Governmental activities decreased the Township’s net assets by $44,615.

Key elements of this decrease are as follows:

1. Further development of the Wheeler Township, Cross Children’s Memorial Park. An increase in the
appearance and usability of play equipment within the park itself,

2. The remodeling and expansion of the township elected official’s offices.

For the most part, increases in expenses closely paralleled inflation and growth in the demand for
services.

Financial Analysis of the Township’s Funds
As noted earlier, the Township used fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the Township’s governmental funds is to provide information on
near-term inflows, outflows and balances of spendable resources. Such information is useful in
assessing the Township’s financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a Township’s net resources available for spending at the end of the fiscal year.

General Fund Budgetary Highlights

The differences between the original budget and final amended budget was a $285 increase in
appropriations and can be briefly summarized as follows - Uncollectible fire runs, increase in the
number of rescue runs which the township does not bill for reimbursement, and unexpected cost factor
to upgrade the electrical for the office remodel project.

Capital Asset and Debt Administration

Capital Assets. The Township’s investment in capital assets for its governmental activities as of June
30, 2004, amounts to $179,406, which is net of accumulated depreciation. This investment in capital
assets includes: land, buildings and system, improvements, equipment, and park facilities.

Major capital asset events during the current fiscal year included the following:

1. Hall office remodel

2. New park equipment

3. New air conditioning unit for hall

Details of the Township’s capital assets are continued in the notes to the financial statements on page 14,

Long-Term Debt. At the end of the current fiscal year, the Township had no major debts left
outstanding.

III




Economic Factors and Next Year’s Budgets and Rates

The unemployment rate is sti]] high in the State of Michigan and the State’s shortfall in the budget
means further reductions in state-shared revenues. State-shared revenues are expected to again, decrease
in the 2004-2005 fiscal year. The Township budgeted for this decrease in state-shared revenue, but

The Township presented a balanced budget in the 2004-2005 fiscal year, although some funding is
expected to be withdrawn from the current fund balance accounts held in reserve to meet budgeted
appropriations.

this past year. A fire millage has been approved to be placed on the November 2, 2004 General Election

Requests for Information

This financial report is designed to provide a general overview of Wheeler Township’s finances for al]
those with an interest in the Township’s finances, Questions concerning any of the information
provided in this report or requests for additional financia] information should be addressed to the
supervisor of the Township in writing at 8510 E. Monroe Rd., Wheeler Michigan, 48862 or by telephone

v
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Wheeler Township
Government Wide Statement of Net Assets
June 30, 2004

Assets
Current assets
Cash and cash equivalents
Investments
Accounts receivable, net
Due from other governmental units

Total current assets
Noncurrent assets
Capital assets less accumulated depreciation

Total assets

Liabilities
Current liabilities
Accounts payable

Total liabilities
Net Assets
Invested in capital assets, net of related debt

Unrestricted

Total net assets

See accompanying notes to financial statements

1

Governmental
Activities

$216,844
16,830
2,090
15,764

251,528

179,406

430,934

6,040

6,040

179,406
245,488

$424,894




4

Sjuswaies |eoueuy o} sajou Buikuedwosoe 89ag

v68'vZi$ 1894 J0 pus - sjesse Jap
(992Z°6) Juawisnipe pousd Jouy
GL.'8.p leaf jo Buluuibaq - sjesse 18N
(S19'vp) sjasse Jau uj abueyn
1G82°181 sanuanAal jesaush jejo |
v6L'g SanuaAal snosueysosiy
66¢£'€ sBuiuses juswisaaul pajousalun
€€1°66 sanuanai paseys aje)g
1€0°22L saxe)} Apadoiy
sanuanay |ersuan)
(22£72€2) LE8pL 602°.vC Juswulanob Aewnd jejo
(€8€°G) €8¢ a1n}nd pue uoneaioay
(zs0'ss) 250'es S$3iom aqny
(568'62) 06S'8 Svb'ee Aapes ogng
(z80'zrL$) Lv2'9% 62€'871$ JuswuIBn0b [elauag

Juswuwanog Aiewy
sweiboid/suonouny

s}asse Jau S90IAISS 10 sasuadx3y
ur sebueys sabieyn

pue anusnal

(asuadxa) joN

SanusAsy weibolg

¥00Z '0€ aunr papus Jeak oy} 1o
SSNIAOY JO JusWale)S apIAp Juswulanog
diysumo | 191@aypa




FUND FINANCIAL STATEMEN TS




Wheeler Township
Balance Sheet
Governmental Funds
June 30, 2004

[ MAJOR FUNDS ]
Total
Street Capital Governmental
General Light Projects Funds
Assets
Cash and cash equivalents $215,442 $1,329 $73 $216,844
Investments 16,830 - - 16,830
Accounts receivable, net 2,090 - - 2,090
Due from other governmental units 15,764 - - 15,764
Total assets $250,126 $1.329 $73 $251,528
Liabilities
Accounts payable $5,799 $241 - $6,040
Total liabilities 5,799 241 - 6,040
Fund balances
Unreserved 244 327 1,088 $73 245,488
Total fund balances 244 327 1,088 73 245,488
Total liabilities
and fund balances $250,126 $1,329 $73 $251,528

See accompanying notes to financial statements
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Wheeler Township

Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds

To Net Assets of Governmental Activities on the Statement of Net Assets

For The Year Ended June 30, 2004

Total fund balance - governmental funds

Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds.

Cost of capital assets

Accumulated depreciation

Net assets of governmental activities

See accompanying notes to financial statements
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366,391
(186,985)

$245,488

179,406

$424,894




Wheeler Township
Statement Of Revenues, Expenditures
And Changes In Fund Balances
Governmental Funds
Year Ended June 30, 2004

Revenues
Taxes and penalties
Licenses and permits
State grants
Charges for services
Interest and rentals
Other revenues

Total revenues

Expenditures
General government
Public safety
Public works
Recreation and culturai
Other
Capital outlay

Total expenditures

Excess of revenues over
(under) expenditures

Other financing sources (uses)
Operating transfers in
Operating transfers out

Excess of revenues and other sources
over (under) expenditures and other uses

Fund balance - beginning of year
Prior period adjustment

Fund balance - end of year

See accompanying notes to financial statements

[ MAJOR FUNDS ]
Total
General Street Capital Governmental
Fund Light Projects Funds
$74,195 $2,836 - $77,031
1,200 - - 1,200
99,133 - - 99,133
13,637 - - 13,637
9,629 - - 9,629
1,964 - - 1,964
199,758 2,836 - 202,594
121,412 - - 121,412
38,445 - - 38,445
51,289 3,736 $27 55,052
5,383 - - 5,383
16,860 - - 16,860
23,184 - - 23,184
256,573 3,736 27 260,336
(56,815) (900) (27) (57,742)
- 550 100 650
(650) - - (650)
(57,465) (350) 73 (57,742)
311,058 1,438 - 312,496
(9,266) - - (S,266)
$244 327 $1,088 $73 $245,488
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Wheeler Township
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For The Year Ended June 30, 2004

Net change in fund balances - total governmental funds ($57,742)

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense.
Add: capital outlay 23,184

Deduct: depreciation expense (10,057)

Change in net assets of governmental activities S$44,6152

See accompanying notes to financial statements

6




NOTES TO THE FINANCIAL STATEMENTS




Wheeler Township
Notes To The Financial Statements

NOTE 1 - SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES

The accompanying financial statements of Wheeler Township have been prepared in
conformity with accounting principles generally accepted in the United States of America
as applicable to governmental units. The following is a summary of the significant
accounting policies used by the Township.

New Accounting Standards Adopted

In June of 1999, the Governmental Accounting Standards Board issued Statement 34
Basic Financial Statements — and Management’s Discussion and Analysis — for State and
Local Governments. This statement establishes new financial reporting requirements for
state and local governments throughout the United States. They require new information
and restructure much of the information that governments have presented in the past.

The Township has adopted the provisions of GASB Statement 34 for its fiscal year ended
June 30, 2004. With the implementation of GASB 34, the Township has prepared
required supplementary information titled Management's Discussion and Analysis which
precedes the basic financial statements,

Other GASB Statements are required to be implemented in conjunction with GASB
Statement 34. Therefore, the Township has implemented the following additional GASB
Statements:

* # 37 ~ Basic Financial Statements — and Management’s Discussion and Analysis
— for State and Local Governments - Omnibus — (an Amendment to No. 34)
* #38 — Certain Financial Statement Note Disclosures.

Reporting Entity

The Township is governed by a Township Board consisting of five members and
provides services to its over 1,000 residents in many areas including public safety (police
and fire), highways and streets, sanitation, culture-recreation, public improvements and
general administrative services. The accompanying financial statements present only the
primary government as the Township does not have any component units.




Wheeler Township
Notes To The Financial Statements

Joint Venture

The Township is a member of the Breckenridge-Wheeler Township Fire-Rescue
Department Joint Venture, which provides fire and rescue services to residents of
Wheeler Township and the Village of Breckenridge. The participants provide annual
funding for its operations. During the current year, the Township contributed
approximately $34,000 for its operations.  The Township is unaware of any
circumstances that would cause an additional benefit or burden to the participating
govermnments in the near future. Complete financial statements for the year ended March
31, 2003 can be obtained from the administrative offices at Breckenridge-Wheeler
Township Fire-Rescue Department, P.O. Box 68, Wheeler, MI 48662.

Government-Wide and Fund Financial Statements

The government-wide financial Statements (i.e. the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the
Township. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities normally are supported by intergovernmental
revenues.

The statement of activities demonstrates the degree to which the direct expenses of a
function are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include charges to consumers
who purchase, use or directly benefit from services provided by a given function.
Program revenues also include grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. Other items not properly
included among program revenues are reported instead as general revenues. Resources
that are dedicated internally are reported as general revenues rather than as program
revenues.

Net assets are restricted when constraints placed on them are either externally imposed or
are imposed by constitutional provisions or enabling legislation. Internally imposed
designations of resources are not presented as restricted net assets. When both restricted
and unrestricted resources are available for use, generally it is the Township’s policy to
use restricted resources first, then unrestricted resources as they are needed.

Separate financial statements are provided for governmental funds, Major individual
governmental funds are reported as separate columns in the fund financial statements.

@



Wheeler Township
Notes To The Financial Statements

Measurement Focus, Basis of Accounting and Financial Statement Presentation

Government-Wide Financial Statements — The govemment-wide financial statements are
reported using the economic Tesources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows, Property taxes are
recognized as revenue in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.

Governmental Fund Financial Statements - The Governmental fund financial statements
are reported using the current financial Tesources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the Township considers revenues to be available if they
are collected within 60 days of the end of the Current fiscal year end. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, expenditures relating to compensated absences, and
claims and judgments are recorded only when payment is due.

The Township property tax is levied on each December ] on the taxable valuation of
property (as defined by State statutes) located in the Township as of the preceding
December 31,

Although the Township’s 2003 ad valorem tax is levied and collectible on December 1*,
2003, it is the Township’s policy to recognize revenue from the current tax levy in the
current year when the proceeds of this levy are budgeted and made “available” for the
financing of operations. “Available means collected within the current period or

period (60 days).
The 2003 taxable valuation of the Township totaled $53.1 million, on which advalorem

taxes levied consisted of 1.0285 mills for the Township operations. This amount is
recognized in the general fund financial statements as tax revenue.




Wheeler Township
Notes To The Financial Statements

The Township reports the following major governmental funds:

The General Fund is the Township’s primary operating fund. It accounts for al]
financial resources of the Township, except those required to be accounted for in another
fund.

The Street Light Fund accounts for the proceeds of specific revenue sources that

are restricted to expenditures for the Township’s street lights.

The Capital Projects Fund accounts for financial resources accounts for financial
Tesources used for the acquisition, construction, and improvement of major capital
facilities other than those financed by proprietary funds.

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements,

Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments

The Township’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with a maturity of three months or less when
acquired. Investments are stated at fajr value.

Receivables

In general, outstanding balances between funds are reported as “due to / from other
funds”.  Activity between funds that is representative of lending / borrowing
arrangements outstanding at the end of the fiscal year is referred to as “advances to / from
other funds”. Any residual balances outstanding between the governmental activities are
reported in the government-wide financial statements as “internal balances”.

All trade receivables are shown as net of allowance for uncollectible amounts.

Inventories

The Township does not recognize as an asset inventories of supplies. The cost of these
supplies is considered immaterial to the financial statements and the quantities are not

prone to wide fluctuation from year to year. The costs of such supplies are expensed
when purchased.

10




Wheeler Township
Notes To The Financial Statements

Capital Assets

Capital assets, which include property, plant and equipment, are reported in the
governmental column in the government-wide financial statements. Capital assets are
defined by the Township as individual assets with an initial cost equal to or more than
$1,000 and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Major outlays for capital assets and Improvements are capitalized as projects are
constructed. Interest incurred during construction of capital assets is not capitalized. No
interest expense was incurred during the current year.

Capital assets utilized in the governmental funds are recorded as expenditures in the
governmental fund financial statements. Depreciation expense is recorded in the
government-wide financial statements.

Capital assets of the Township are depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Equipment and F urnishings 5-15
Buildings and Improvements 15-50
Land Not Applicable — Not Depreciated

Fund Equity

11




Wheeler Township
Notes To The Financial Statements

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The Township adopts budgets for the general fund and all major funds. The budget is
adopted and prepared on the modified accrual basis of accounting. The budget is adopted
at the function level. The budgeted revenues and expenditures for governmental fund
types, as presented in this report, include any authorized amendments to the original
budget as adopted.

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental funds. All annual appropriations lapse at fiscal year end.
P.A. 621 of 1978, section 18(1), as amended, provides that a loca] unit shall not incur
expenditures in excess of the amount appropriated. In the body of the financial
statements, the Township’s actual expenditures and budgeted expenditures for the
budgetary funds have been shown on a functional basis, The approved budgets of the
Township for these budgetary funds were adopted to the function leve].

Formal budgetary integration is employed as a management control device during the
year for the general fund and al] other major funds.

The Township does not maintain a formalized encumbrance accounting system.,

Excess of Expenditures over Appropriations in Budgeted Funds

During the year ended June 30, 2004, the Township incurred expenditures in excess of
the amounts appropriated as shown on pages 16 - 18 of this report.

NOTE 3 - DETAIL NOTES
Deposits and Investments

Michigan Compiled Laws, Section 129.91, authorized the Township to make deposits
and invest in the accounts of federally insured banks, credit unions, and savings and loan

bonds, securities and other direct obligations of the United States or any agency or
instrumentality of the United States; United States government or federal agency
obligations; repurchase agreements; bankers’ acceptance of United States banks;
commercial paper rated within the two highest classifications, which mature not more
than 270 days after the date of purchase; obligations of the State of Michigan or its
political subdivisions which are rated as investment grade; and mutual funds composed of
investment vehicles which are legal for direct investment by local units of government in
Michigan.

12




Wheeler Township
Notes To The Financial Statements

The Township has designated two banks for the deposit of Township funds. The
investment policy adopted by the Township in accordance with Public Act 196 of 1997
has authorized investment in bonds and securities of the United States government and
bank accounts and CDs, but not the remainder of State Statutory authority as listed above.,

The Township’s deposits and investment policy are in accordance with statutory
authority.

At June 30, 2004, the carrying amount of the Township’s deposits and investments was
$233,674 as follows:

| Cash and cash equivalents [ $216,844 |
@vestments ] 16,830
| Total l $233,674

Investments are categorized into these three categories of credit risk:

1. Insured or registered, or securities held by the Local Governmenta] Unit or its
agent in the government’s name;

2. Uninsured and unregistered, with securities held by the counterparty’s trust
department or agent in the government’s name; and

3. Uninsured and unregistered, with securities held by the counterparty or by its trust
department or agent but not in the Local Governmental Unit’s name,

At year-end, the Township’s investment balances were all categorized as category 1.
The Township believes that due to the dollar amounts of cash deposits and the limits of

FDIC insurance, it is impractical to insure all bank deposits. As a result, the Township
evaluates each financial institution with which it deposits government funds and accesses




Wheeler Township
Notes To The Financial Statements

Capital Assets

Capital assets of the primary government for the current year are as follows:

Governmental Beginning Ending ‘I
Activities Balance Additions Disposals Balance

Land - Not

Depreciated $37,600 $37,600

Equipment and

Furnishings 67,944 $4,739 (833,592) 39,091

Buildings and

Improvements 271,255 18,445 289,700

Sub-totals 376,799 23,184 (33,592) 366,391

Accumulated

Depreciation 176,928 10,057 - 186,985

Totals $199,871 $13,127 (833,592) $179,406

Depreciation expense of $10,057 was charged to the general government program.

The Township is considered a “Phase 3” Government, as defined by GASB 34.
Accordingly, the Township has elected to not retroactively apply the reporting of major
general infrastructure assets.

NOTE 4 - OTHER INFORMATION

Risk Management

Michigan Municipal Risk Management Authority

The Township is exposed to various risks of loss related to property loss, torts, errors and
omissions and employee injuries (worker’s compensation). The Township has purchased
commercial insurance for these risks. Settled claims relating to the commercial insurance
have not exceeded the amount of insurance coverage in any of the past three fiscal years.

Retirement Plan
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Wheeler Township
Notes To The Financial Statements

A defined contribution pension plan provides pension benefits in return for services
rendered, provides an individual account for each participant, and specifies how
contributions to the individual’s account are to be determined. The amounts participants
receive depend solely on the amounts contributed to the participant’s account and the
returns earned on those contributions. During the year, the Township’s actual
contributions to the plan amounted to $5,852. No pension provision changes occurred
during the year that affected the required contributions to be made by the Township or its
employees.

Building Inspection Department Fund

Public Act 245 of 1999 was signed on December 28, 1999 and took immediate effect.
This act amends the State Construction Code Act (Public Act 230 of 1972) and requires,
among other things, the establishment of a special revenue fund to account for the
revenues and expenditures associated with issuing building permits, examining plans and
specifications, inspecting construction before issuing permits, and issuing certificates of
use and occupancy.

The Township has not established this fund because the fee structure is not intended to
recover the full cost and the Township has the ability to tract the full cost and revenues of
this activity without creating a separate fund.

The revenues generated under this act for the year ended March 31, 2004 were $1,300.

The expenditures incurred for this activity during the year ended March 31, 2004 were
$1,600.

15
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Wheeler Township
Budgetary Comparison Schedule for the General Fund
For the Year Ended June 30, 2004

Budgeted Amounts Actual Over
(Under) Final
Criginal Final Actual Budget
Revenues
Taxes and penalties $77,200 $77,200 $74,195 ($3,005)
Licenses and permits 1,300 1,300 1,200 (100)
State grants 110,300 110,300 99,133 (11,167)
Charges for services 14,750 14,750 13,637 (1.113)
Interest and rentals 16,000 16,000 9,629 (6,371)
Other revenues 800 800 1,964 1,164
Total revenues 220,350 220,350 199,758 (20,592)
Expenditures
General government 116,425 124,273 121,412 2,861
Public safety 30,350 37,037 38,445 (1,408)
Public works 75,100 75,100 51,289 23,811
Recreation and cultural 6,500 6,500 5,383 1,117
Other 17,500 17,500 16,860 640
Capital outlay 50,000 35,750 23,184 12,566
Total expenditures 295 875 296,160 256,573 39,587
Excess of revenues over (75,525) (75,810) (56,815) 18,995
(under) expenditures
Other financing sources (uses)
Operating transfers out - - (650) (650)
Excess of revenues and other sources
over (under) expenditures and other uses (75,525) (75,810) (57,465) 18,345
Fund balance - beginning of year 311,058 311,058 311,058 -
Prior period adjustment - - (9,266) (9,266)
Fund balance - end of year $235,533 $235,248 $244 327 $9,079

See accompanying notes to financial statements
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Wheeler Township
Budgetary Comparison Schedule for the Street Light Fund
For the Year Ended June 30, 2004

Budgeted Amounts Actual Over
(Under) Final
Original Final Actual Budget
Revenues
Taxes and penalties $2,150 $2,150 $2,836 $686
Total revenues 2,150 2,150 2,836 686
Expenditures
Public works 2,250 2,250 3,736 (1,486)
Total expenditures 2,250 2,250 3,736 (1,486)
Excess of revenues over
(under) expenditures (100) (100) (900) (800)
Other financing sources (uses)
Operating transfers in - - 550 550
Excess of revenues and other sources
over (under) expenditures and other uses (100) (100) (350) (250)
Fund balance - beginning of year 1,438 1,438 1,438 -
Fund balance - end of year $1,338 $1,338 $1,088 ($250)

See accompanying notes to financial statements
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Wheeler Township
Budgetary Comparison Schedule for the Capital Projects Fund
For the Year Ended June 30, 2004

Budgeted Amounts Actual Over
(Under) Final
Original Final Actual Budget
Expenditures
Public works - - $27 (327)
Total expenditures - - 27 (27)
Excess of revenues over
(under) expenditures - - (27) (27)
Other financing sources (uses)
Operating transfers in $100 $100 100 -
Excess of revenues and other sources
over (under) expenditures and other uses 100 100 73 (27)
Fund balance - beginning of year - - - -
Fund balance - end of year $100 $100 $73 ($27)

See accompanying notes to financial statements
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Board of Trustees
Wheeler Township, Gratiot County

We have audited the financial statements of the governmental activities and each major fund of
Wheeler Township (the Township) as of and for the year ended June 30, 2004, which
collectively comprise the Township’s basic financial statements and have issued our report
thereon dated September 1, 2004. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance

As part of obtaining reasonable assurance about whether the Township’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Township’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control over
financial reporting.

Our consideration of the internal control over financial reporting would not necessarily disclose
all matters in the internal control over financial reporting that might be material weaknesses.
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A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements
in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions.

We noted no matters involving the internal control over financial reporting and its operation that
we consider to be material weaknesses. However, we noted other matters involving the internal
control over financial reporting that we have reported to management of the Township, in a
separate letter dated September 1, 2004.

This report is intended solely for the information of the audit committee, management, others

within the organization and Board of Trustees and is not intended to be and should not be used
by anyone other than these specified parties.

%Oj/un:), /fboff"ét +Cofc .

Roslund, Prestage & Company, P.C.
Certified Public Accountants

September 1, 2004
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Management Letter

Members of the Board
Wheeler Township
Wheeler, Michigan

In planning and performing our audit of the financial statements of Wheeler Township for the fiscal
year ended June 30, 2004, we considered the internal control structure to determine our auditing
procedures for the purpose of expressing an opinion on the financial statements and not to provide
assurance on the internal control structure.

However, during our audit, we became aware of matters that are opportunities for strengthening
internal controls and operating efficiency. The memorandum that accompanies this letter
summarizes our comments and suggestions regarding those matters. This letter does not affect our
audit report dated September 1, 2004 on the financial statements of Wheeler Township.

We will review the status of these comments during our next audit engagement. We have discussed
these comments and suggestions with management, and will be pleased to discuss them in further
detail at your convenience.

Sincerely,

KOS/JIQ/ ﬂ“‘dhf‘e \LCo,ﬂC__

Roslund, Prestage & Company, P.C.
Certified Public Accountants

September 1, 2004

ROSLUND, PRESTAGE & COMPANY, P.C.
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Page Two
Wheeler Township

Organizational Structure

The size of the Township’s accounting and administrative staff precludes certain internal controls
that would be preferred if the office staff were large enough to provide optimum segregation of
duties. This situation dictates that the Township Board remains involved in the financial affairs of
the Township to provide oversight and independent review functions, including the review of paid
invoices, cancelled checks, and bank statements.

Fund Balance

The balance in the “Fund Balance” account should change only at the end of each fiscal year. This
account will increase by the “profit” or decrease by the “loss” when the year-end closing entry is
posted. During our audit we found that fund balance did not agree with the balance at the end of the
last audited financial statements (June 30, 2004) for the general fund.

In the future, we recommend that management prepare a reconciliation of fund balance at the end of
each fiscal year to determine that the fund balances for each fund agrees with the amounts shown in
the prior audited financial statements.

Cancel Invoices and Supporting Documents

The Company does not have a policy of canceling invoices and supporting documents at the time the
invoices are paid. Thus, the invoices are susceptible to unintentional duplicate payment. A simple
control against this danger is to mark invoices with a “Paid” stamp or other indication of payment
while they are in the custody of the check preparer or signer. The stamp should provide for notation
of check number and date and initials of the persons who checked the invoice detail (for example,
comparison of quantity on invoice to that on receiving report and mathematical check) and approved
it for payment. Such a procedure would add very little time to the bill-paying process but would
serve as a reminder to the bill processor of steps to be performed, an indication to the check signer
that those steps were done, and prevention against repayment of the invoice.
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Perform a Fraud Risk Assessment

In light of the recent frauds involving large companies in the last few years, such as Enron,
WorldCom, and HealthSouth, there may be a misperception that fraud affects only large
organizations. However, fraud occurs in organizations of all sizes, and almost any employee may be
capable of perpetrating a fraudulent act given the right set of circumstances.

Whereas the highly publicized frauds mentioned above involved fraudulent financia] reporting, for
small organizations, one of the primary fraud risks is the ever-present risk of misappropriation of
assets (theft), particularly in the area of cash receipts and disbursements. The opportunity to commit
and conceal fraud exists where there are assets susceptible to misappropriation and inadequate
controls to prevent or detect the fraud. To address this risk, we recommend that the Township
perform a risk assessment to identify, analyze, and manage the risk of asset misappropriation. Risk
assessment, including fraud risk assessment, is one element of internal control. Thus, ideally, the
Township’s internal control should include performance of this assessment, even though our annual
financial statement audits include consideration of fraud.

The fraud risk assessment can be informal and performed by a management-level individual who has
extensive knowledge of the Township. Ordinarily, the management-level individual would conduct
interviews or lead group discussions with personnel who have extensive knowledge of the Township,
its environment, and its processes. The fraud risk assessment process should consider the
Township’s vulnerability to misappropriation of assets.

When conducting the self-assessment, questions such as the following can be considered:

® What individuals in the Township have the opportunity to misappropriate assets?

¥ Are there any known pressures that would motivate employees with the opportunity to
misappropriate assets?
What assets of the Township are susceptible to misappropriation?

Are there any known internal contro] weaknesses that would allow misappropriation of assets to
occur and remain undetected?

How could assets be stolen?
How could potential misappropriation of assets be concealed?

®  What factors might indicate that the Township has a culture or environment that would enable
management or employees to rationalize committing fraud?




